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FOREWORD 


During 1974, a great deal of public attention was 
directed toward what appeared to be an important paradox in the 
labour market. This paradox involved the simultaneous occurrence 
of unprecendented numbers of job vacancies, together with rela- 
tively high rates of unemployment. 


As part of its programme of labour market analysis and 
information, the Ministry of Labour asked two of its research 
economists to look at this question. Working with the limited 
data available, they attempted to outline the quantitative 
dimensions of the paradox and to offer some interpretation. 
Their conclusions reported here should be of interest to 
government officials, employers and employees, unions, and to 
the general public. 


The authors’ conclusions emphasize some of the less 
publicized factors contributing to the observed paradox. How- 
ever, they have stressed that due to weaknesses of the avail- 
able data, their findings are tentative and do not represent 
the official position of the Ministry. At present, the 
Ministry is working with various Federal Government agencies 
to obtain data that will improve its information on the Ontario 
labour market. 


This paper concentrates on the labour market situation 
in Ontario as of mid-1974. There are some signs that the 
vacancy problem has eased as the economy has slowed down in 
recent weeks. However, some of the questions raised in the 
paper are likely to be as topical when the economy picks up 
again as they were during most of 1974. 


J. R. Kinley, 
Director, 
Research Branch. 
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THE PARADOX OF UNEMPLOYMENT AND JOB VACANCIES: 
SOME THEORIES CONFRONTED BY DATA 


Recently there has been much concer over widespread 
indications of serious manpower shortages in Ontario occurring 
simultaneously with reports of persistent unemployment. In 
spite of the development of very sophisticated models of the 
labour market over the last decade, it remains nearly impossible 
to answer some of the most fundamental questions about the 
actual state of the labour market. The development of labour 
market information has not kept pace with the development of 
theory. 


The purpose of this paper is to see just how well 
available data enable us to come to grips with the apparent 
paradox of simultaneous vacancies and unemployment. The paper 
begins by considering possible explanations of purported paradox, 
and then examines the data. The principal conclusions are 
stated in summary form at the end of the paper. 


POSSIBLE EXPLANATIONS OF THE PARADOX 


There are four possible explanations of the apparent 
paradox. 


I. Over-reaction to specific instances of 
recruiting difficulties 


According to this explanation, there are not significant 
shortages of labour in general. There may be acute difficulty 
recruiting (and holding) specific types of labour in particular 
places, and these difficulties have led to erroneous generaliza- 
tions about the state of the total labour market. A further 
part of this explanation is that many of the supposed vacancies 
do not actually exist at present, but are highly dependent upon 
uncertain capital investment plans. It is difficult to reconcile 
the reports of an urgent vacancy situtation with the most recent 
evidence on the performance of the Canadian economy. By the middle 
of 1974 the economy had 'slowed sharply' (Canadian Business Review, 
Summer, 1974, p.8). Gross National Product showed no change in the 
second quarter, and industrial production declined at a seasonally- 
adjusted rate by more than 11 per cent - the largest decline since 
the Fall of 1970 (with the exception of the rail strike induced 
decline of Summer 1973). During the third quarter of 1974, real 
GNP showed a decline of 0.1 per cent at annual rates. 


In spite of the recent economic slowdown, the existence 
of widespread job vacancies would be difficult to deny for anyone 
who has been exposed to the continual stream of reports over the 
last year from trade associations, business and industry spokes- 
man, employment agencies, and local development groups. If the 


mht 


vacany situation is becoming acute, that fact should be at least 
partially revealed in data from Statistics Canada's Job Vacancy 
Survey. 


II. Ambiguous measurement of unemployment 


The essence of this explanation is that the Labour Force 
Survey counts as unemployed many people who have only slight, if 
any, interest in working. If those persons who are "voluntarily" 
unemployed, or extremely "choosy" about what kind of job they 
accept were excluded from the count, then, it is argued, the un- 
employment rate would be lower. Proponents of this explanation 
maintain that the changes in the Unemployment Insurance Act in 
1971 encourage short-term entrance into the labour force of 
persons with weak attachment to the work force. Some labour 
market analysts believe that changes in the unemployment insurance 
scheme could have caused the unemployment rate to be a half to one 
full percentage point higher than it would have been otherwise. 1 
Unfortunately, in our view, the labour force and unemployment data 
presently available do not facilitate the kind of analysis neces- 
sary to resolve this question — although they do lend to some 
general impressions, discussed later. 


III. Increased friction in the labour market 


This explanation is closely related to the previous one, 
as it assumes an increase in voluntary turnover on the part of 
employees. It differs from the previous explanation in that it 
assumes an increase in turnover even for those with relatively 
strong labour force attachment. The argument is that a combina- 
tion of increased turnover rates and longer search between jobs 
would result in increased average rates of unemployment and job 
vacancy. Emphasis is clearly on the behaviour and attitudes of 
workers. Factors contributing to increased turnover are said 
to be changes in the work ethic, increased concern over working 
conditions, and improvements in welfare and unemployment insurance. 
Also relevant would be the increase in the numbers of youth who 
have 'a pattern of job hopping and shopping’. 


The significance of these factors is yet-to be proved. 
However, it is accepted that increased turnover and longer search 
periods between jobs tend to occur naturally as the labour market 
becomes tighter. When the number of job opportunities per worker 
increases, it becomes more rational for workers to shop for the 
"best' job. Thus, an increase in the duration of unemployment 


lIThis is the conclusion of H.G. Grubel, D. Maki, and S. Sax; 
"Real and Insurance Induced Unemployment in Canada", mimeo, 
Simon Fraser University, 1974. 


between jobs can be a result as well as a cause of increased 
difficulty filling vacancies. Unfortunately, no data on turm- 
over rates are available, but there are data on duration of 
unemployment and vacancies. 


IV. Increased structural imbalance in the 
labour market 


Structural imbalance exists when the characteristics 
of labour supply - age, sex, skills, training, education, 
occupation, experience, location - do not fit those of the 
employers' labour requirements. There is some reason to believe 
that structural imbalance has worsened recently, resulting in 
the simultaneous increase of vacancies and unemployment. During 
the relatively slow growth period before 1973, the training, 
up-grading, and experience provided by employers may not have 
been adequate to assure the availability of sufficient skilled 
manpower for an expansion phase. Insofar as this explanation 
is valid, some of the blame for the vacancy problem can be 
placed on employers who regard qualified manpower as if it 
flowed from a tap to be turned on and off instantaneously in 
response to immediate needs rather than as a stock of human 
resources to be planned for and developed. Another aspect of 
the educational system, in particular over-reaction of students 
planners, and institutions to the "surplus situation" which 
faced many graduates in 1971 and 1972. Also, contributing to 
structural imbalance, there appear to have been significant 
sectoral and geographical shifts in industrial activity, and 
hence in the demand for qualified labour, to which the supply 
side has not yet caught up. 


The purpose of this paper is to confront these 
theoretical explanations with such data as are available. Before 
generating unrealistic expectations that definitive answere can 
be given, it should be pointed out that the data presently 
available are not adequate for the task. It simply is not 
possible to sort out satisfactorily the influence of the various 
possible explanatory factors, and thereby devise the optimal 
policy to alleviate the situation. However, some useful insight 
is provided and some tentative conclusions are suggested. While 
emphasizing present deficiencies in data, one should keep in mind 
that it is possible to improve our labour market information 
capabilities to the point where these theories could be tested 
and the problems analyzed sufficiently to provide a basis for 
the development of appropriate policy. 


EXAMINATION OF THE DATA 


1. Trends in job vacancies 


The total number of job vacancies in Ontario has 
increased each year since the Statistics Canada Job Vacancy 
Survey began in 1970. However, as Table 1 shows, the per- 
centage increase (based on the average for the first six 
months of each year) between 1973 and 1974 (28.6 per cent) was 
considerably less than the increase (76.1 per cent) for 1972 to 
1973. In one occupational category - sales - the number of 
vacancies decreased between 1973 and 1974. In service and in 
construction, the increase in 1973-74 was quite small compared 
to the previous year. The largest increases in vancancies in 
1973-74 were in the machining, managerial, and sciences 
categories. 


These three occupational categories also had below 
average percentage increases in employment during 1973-74, in 
fact no increase at all for the sciences (see Table 2). This 
suggests a very sluggish supply response to increased demand. 
Three other occupational groups for which strong demand appeared 
to have been met by weak supply responses were medicine and 
health, product fabricating and assembly, and transport equip- 
ment operating. In contrast, sales and service occupations had 
two of the largest increases in employment. Large increases in 
employment were registered also for processing and materials 
handling, but these were outstripped by expanding demand. 


In terms of increases in vacancies and apparent 
responsiveness of employment, the various occupational groups 
can be divided into the following categories: 


I. LARGE INCREASE IN VACANCIES: - Managerial 
SMALL OR/NO INCREASE IN - Natural Sciences, 
EMPLOYMENT Engineering, Math. 


- Medicine and Health 


ns LARGE INCREASE IN VACANCIES: 


AVERAGE INCREASE IN - Machining 
EMPLOYMENT 
LUE SIGNIFICANT BUT DECELERATING - Processing 
INCREASE IN VACANCIES: LARGE —- Clerical 
INCREASE IN EMPLOYMENT - Material Handling 
IV. SIGNIFICANT BUT DECELERATING - Product Fabricating and 
INCREASE IN VACANCIES: SMALL Assembly 
INCREASE IN EMPLOYMENT - Transport Equipment 
Operating 


V. DECREASE IN VACANCIES OR 
SUBSTANTIAL DECELERATION: - Sales 
LARGE INCREASE IN 
EMPLOYMENT 
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The underlying labour market problems may be different 
for each of these groups. For Group I the main problem may be 
an insufficient number of graduates, related to recent decreases 
in post-secondary enrolment. Similarly, for Group II, there may 
be inadequate numbers of persons completing apprenticeship and 
other training programmes. Group III shows signs of self- 
correcting action, but the increase in vacancies suggests turn- 
over problems. Group IV is similar to Group I, but with a sub- 
stantially smaller rate of increase in vacancies. For two of 
the occupational categories (construction and transport equip- 
ment operating), apprenticeship and training may be the bottle- 
neck, but the persistence of unfilled openings in fabricating and 
assembly requires a different explanation. The market appears to 
be working the best for Group V, especially sales. The service 
category, if further disaggregated, may reveal a variety of 
dissimilar labour market situations. Indeed, further dis- 
aggregation and more detailed analysis would be necessary to 
make definitive judgements about all of the Groups. 


2. Growth of aggregate labour supply 


In aggregate, vacancies increased at a substantially 
greater percentage rate than employment. This is not a surprising 
occurrence for an expanding economy. However, when there has 
been no real growth for at least two successive quarters, then 
the discrepancy between the rate of growth of vacancies and 
that of employment merits some explanation. One possible explana- 
tion which can be eliminated here is that of inadequate growth 
of aggregate labour supply. Table 3 shows that the 1973-74 growth 
in labour force for males was identical to the growth in employ- 
ment, whereas in the two previous periods labour force growth 
lagged behind employment. The male labour force increased by 
substantially more in 1973-74 than in 1972-73. Labour force growth 
appears to have been less of a constraint on employment growth 
during 1973-74 than during 1971-72 or 1972-73. However, there 
is no way of telling from the Table whether male employment 
growth might have been greater in 1973-74 had the labour force 
grown faster. For females though, it does not appear that 
labour force growth was a constraint on employment growth during 
1973-74. 


a: Unemplo yment and vacancies 


A helpful way of looking at the labour market which, 
to our knowledge, has not been used is to examine the ratio of 
unemployment to vacancies. Although each series comes from a 
different type of survey with different coverage, each should be 
consistent over a short period of time, making trends in the 


TABLE 3 


Changes in Total Labour Force, Employment and Unemployment, 
By Sex, Monthly Averages for First Half Year: Ontario 
(Thousands) 


1971-72"-1972-73 1973-74 


Change in 

Labour Force Male 84 55 is 
Female 54 B 72 

Change in 

Employment Male 99 74 13 
Female 58 76 68 

Change in 

Unemployment Male -14 -20 0 


Female 


Source: Statistics Canada. The Labour Force, monthly reports, 
catalogue 71-001. 


ratio meaningful.” Trends in the aggregate U/V ratio are shown 
in Tables 4 and 5. A definite downward trend is evident in 
annual figures for 1971-73, as well as in the first quarter 
figures for 1971-74. The ratio was four times as great in the 
first quarter of 1971 as in the first quarter of 1974. The 
most reasonable interpretation of this trend is a substantial 


tightening of the labour market. 


Perhaps the most striking feature of Tables 4 and 5 
is that both vacancies and unemployment increased between 1973 
and 1974, in contrast to 1971-72 and 1972-73 when a decrease in 
unemployment coincided with an increase in vacancies. Since there 
was not an extraordinary increase in the labour force between 
1973 and 1974, the 1973-74 change in the labour market situation 
can be described as one of paradox. However, in view of the 


* The reliability and internal consistency of the various labour 
market indicators have been examined in numerous working papers 
in the Research Branch of the Ministry of Labour, particularly, 


A.Cornwall, Tests on the Unemployment and Job Vacancy Related 
Statistics Contained in the "Report on Registered Clients and 
Vacancies" of the Canada Department of Manpower and Immigration. 


Research Branch, Ontario Ministry of Labour, October 1974. 
(Internal Document). 


TABLE 4 


Vacancies and Unemployment: Annual Averages 
Ontario 1971-1973 


(1) (2) (4) 
Index of (3) 
Year |Total Vacancies Unemployed 1971=100 


170,000 
1972 162,000 


142,000 


Full-Time 
Vacancies Unemployed Ratio 


170,000 12.98 


Index of (3) 
1971=100 


1972 162,000 


142,000 


Full-Time 
Longer-Term 
Vacancies 


Index of (3) 
1971=100 


Year Unemployed Ratio 


170,000 36.17 


1972 23.48 


162,000 


142,000 13.03 


SOURCE: Statistics Canada. Quarterly Report on Job Vacancies, 
First Quarter, 1974, Catalogue 71-002; The Labour Force, 
monthly reports, Catalogue 71-001. 
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TABLE 5 


Vacancies and Unemployment: First Quarter Averages 
Ontario 1971-1974 


(1) (2) (4) 
Index of (3) 
Year Total Vacancies Unemployed Ratio 1971=100 


200 ,000 
TOT Z 186, 700 
Taye 167,300 


176,700 


Index of (3) 
1971=100 


Full-Time 
Vacancies 


Year Unemployed 


200,000 


1972 186,700 69.3 


Lo 7S 167, 300 OL ck 


17.600 


Full-Time 
Longer-Term 
Vacancies 


Index of (3) 
1971=100 


Year Unemployed 


200,000 
1972 186,700 
1973 167, 300 


176, 700 


SGURCE: Statistics Canada. Quarterly Report on Job Vacancies, 
First Quarter 1974, Catalogue No. 71-002, Quarterly; 


Statistics Canada. The Labour Force, monthly reports, 
Catalogue No. 71-001. 
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continual tightening of the labour market, the paradox probably 
results from a combination of the encountering,in 1974,0f struc- 
tural bottlenecks and the quite rational increase in job search 
time induced by the tighter labour market situation. 


Of course the pattern of shopping for the best job is 
supported by Unemployment Insurance. However, the changes in 
the Unemployment Insurance Act which some persons blame for the 
persistence of job vacancies in 1974 were made in 1971. Yet the 
perverse behaviour in the job vacancy and unemployment series 
did not occur until 1974, after a period of economic recovery 
and considerable tightening of the labour market. Moreover, it 
appears that application of unemployment insurance claimant con- 
trol measures has been more stringent in 1974 than during 1971-73. 
Why didn't the 1971 changes in the Unemployment Insurance Act 
produce the labour market paradox in 1972 or 1973? The likely 
answer is that there was too much slack in the labour market 
then. Unemployment Insurance would have little impact upon 
labour market behaviour at a time when it is extremely difficult 
to get a job in the first place, or to regain one after leaving 
employment. On the other hand, when the labour market is tight, 
it is rational to shop for the best job, and Unemployment Insur- 
ance may be reinforcing that behaviour, rather than causing it. 
Recognition of this reinforcing role played by Unemployment 
Insurance should not lead us to lose sight of what are probably 
more important causes of the difficulties in filling vacancies - 
a general expansion of demand for labour a lack of training 
and on-the-job experience during 1971-73, regional and sectoral 
shifts in labour demand, and a failure to learn how to utilize, 
adequately,women, youths, and various minorities. 


4, Changes in vacancies and unemployment by occupation 


In aggregate between the first quarter of 1973 and 1974, 
the U/V ratio decreased slightly; vacancies increased by about 
35.8 per cent; and the unemployed increased by about 5.6 per cent. 
Only in transport equipment operating (and a residual group of 
Occupations) did unemployment go down while vacancies went up. 


part of the reason for the time lag might be that it took most 
people some time to become aware of the opportunities provided 
by the changes in the Unemployment Insurance Act. Our interest 
in unemployment insurance in this paper centres on its possible 
contribution to the unemployment-vacancy paradox. We are not 
specifically concerned with other questions about unemployment 
insurance, such as its cost implications. 


-~ 12 - 


These occupations had labour markets with well above average 
slack, and that might be why they behaved 'normally'.. Sales 
had little change between first quarters, and as discussed 
earlier, the labour market for this group appeared to be 
adjusting adequately. Table 6 shows that the tightest occup- 
ational labour markets were those for managerial and profess- 
ional, processing and machining, and clerical; the most slack 
labour markets were construction, transport equipment operating 
and service. The U/V ratios for construction and transport 
equipment operating show extreme seasonality, getting down near 
the average for all occupations during the third quarter. 


5. Duration of vacancies and unemployment 


Table 7 shows a very slight decrease in full-time 
vacancies as a proportion of total vacancies occurring early 
in 1974 probably as employers resorted more to part-time workers 
in a tighter labour market. Longer term vacancies showed a 
significant increase in the first quarter of 1974.1 This 
suggests a worsening of structural problems and/or an increase 
in job search periods, but it does not support the hypothesis of 
increased turnover. 


In order to assess the relative importance of these two 
factors - worsening structural imbalances or lengthened job 
search patterns - it is necessary to look at the longer term 
unemployment ratio as well as the longer term vacancy ratio. 


Table 8 shows that longer term unemployment as a 
proportion of total unemployment decreased from 1971 to 1973 
back to about the 1970 level. Looking at averages for the first 
eight months of each year, we see that the decline in the longer 
term proportion of unemployment has continued into 1974, although 
at a decreasing rate. The fact that the long term unemployment 
ratio decreased tends to support the hypothesis that worsening 
structural imbalance, rather than increases in job search time, 
is the main cause of the paradox. If people were spending a 
longer time searching between jobs, the longer-term unemployment 
ratio would go up, not down. Unfortunately, the period of time 
which the data source forces us to use for defining 'longer- 
term’ unemployment - four months may be too long to pick up an 
increase in job search time, e.g. from five weeks to six weeks. 
Yet, it is not too long a period to pick up increases in 
unemployment that are induced by Unemployment Insurance, for 
which twenty weeks might be the likely duration. 


1. Unfortunately, at present, it is not possible to get 
tabulations of longer-term vacancies as a proportion of 
total full-time vacancies by occupation for Ontario. 
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TABLE 6 


Vacancies and Unemployment: Quarterly 
By Occupational Group, Ontario, 1973-1974 


ALL OCCUPATIONS 


(1) (2) (4) 
Index of (3) 
Full-Time First Qtr. 
Year Vacancies | Unemployed 1973=100 


1973 1Q 153, 633 
2Q 122,400 67.4 
30 110,333 49.1 
4Q 118,400 62.8 


1974 10 164,267 


MANAGERIAL AND PROF. 


Index of (3) 
Firet Otx, 
1973=100 


Full-Time 
Vacancies 


Year Unemployed 


1973 19 


2Q 119.9 
3Q 111.0 
4Q 58.1 


1974 1Q 


CLERICAL 


Index of (3) 
First Qtr. 
1973=100 


Full-Time 
Vacancies 


Year Unemployed 


1973 1Q 
2Q 
3Q 
4Q 


100.4 
76.3 


qe 


TABLE 6 (Cont'd) 


Vacancies and Unemployment: Quarterly 
By Occupational Group, Ontario, 1973-1974 


SALES 


. (4) 
Index of (3) 
First Qtr. 
1973=100 


(1) (2) 


Full-Time 
Vacancies 


Year Unemployed 


1973 10 


2Q 62.9 
3Q 7a 
4Q (ieee) 


1974 10 


SERVICE 


Index of (3) 
First Otr. 
1973=100 


Full-Time 
Vacancies 


Year Unemployed 


1973 1Q 


PROCESSING AND MACHINING 


Index of (3) 


First Qtr. 
1973=100 


Full-Time 
Vacancies 


Year Unemployed 


ae Lo 


TABLE 6 (Cont'd) 


Vacancies and Unemployment: Quarterly 
By Occupational Group, Ontario, 1973-1974 


CONSTRUCTION 


(1) (2) 


(4) 
Index of (3) 
First Qtr. 

1973=100 


Full-Time 
Vacancies 


Unemployed 


1973. 10 100 
2Q aha 
3Q 10.9 
4Q 43.5 


1974 10Q 


TRANSPORT 


Index of (3) 
First Qtr. 
1973=100 


Full-Time 
Vacancies 


Year Unemployed U/V 


1973 1Q 


2Q 59.3 
3Q 31.9 
4Q 1643 


1974 1Q 


ALL OTHER OCCUPATIONS 
Index of (3) 
Biret. Qtr. 

19 73=100 


Full-Time 
Vacancies 


1973 10 100 
2 58.3 
30 39.6 
4Q 49.4 


1974 1Q 


SOURCE: Canada Department of Manpower and Immigration. Monthly 
Report on Current Job Vacancies, January 1971 to June 1974. 


The figures on vacancies are based on unpublished data from 
Statistics Canada's Job Vacancy Survey. Users are cautioned that 
the monthly data are less reliable than the quarterly data published 
by Statistics Canada. 
and 

The figures on unemployed were derived from unpublished 
data on labour force and employment from the Statistics Canada 
Labour Force Survey. The reader should note that due to high 
sampling variability the estimates of unemployed are not as reliable 
as estimates of labour force or employment. 
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TABLE 7 


Full-Time and Full-Time Longer-Term Vacancies 
As Proportions of Total Vacancies Ontario 
Annual Averages 1971-73 and First Quarter 1971-74 


7A: FULL-TIME VACANCIES 


(1) (2) esp 
Full-Time 
Vacancies Total Cl) ‘As ZaOt i) 


1971 Annual Average 90.17 
1972 3 O921d 
L733 i 91.24 
HOT. 1Q 70 e20 
1972 1Q 88.57 
1973 1Q Meee 
1974 1Q Wari ey/ 
oe FULL-TIME LONGER-TERM VACANCIES 

Full-Time 

Vacancies Total Cl). -As->%-0f-(€2) 
1972 Annual Average i ih 
1972 cs 26.14 
1973 Avan! be: 
Lot 1Q Ze att Ji 
LOFZ 1Q 32.14 
ees 1Q 20770 
1974 1Q 40.06 


SOURCE: Statistics Canada. Quarterly Report on Job Vacancies, 


First Quarter 1974, Catalogue No. 71-002. 


TABLE 8 


Duration of Unemployment: Ontario 
Annual Averages 1970-73 and Eight Month 
Averages (January to August) for 1970-1974 


Unemployed Unemployed 
Less Than 4 Months 
4 Months and Over Total 
Number % Mudiiekani@ian ee sabldesbele ys 
1970 133 100 
Annual 1971 169 100. 
Average 1972 162 100. 
1973 143 100. 
1970 138 100. 
Average 1971 185 100. 
Jan.- 
Aug. 1972 171 100. 
1975 149 100. 
1974 156 100. 


SOURCE: Statistics Canada. The Labour Force, monthly reports, 
Catalogue 71-001. 


Turning again to the bottom of Table 8, we note that 
the ratio of longer term unemployment to total unemployment for 
1974 is still slightly above the 1970 figure, even though the 
labour market appeared to be considerably tighter in 1974 than 
in 1970. This suggests that we may be pressing against the 
limit to which long-term unemployment can be reduced (about 25 
to 30 per cent of total) without major changes in the way we 
utilize manpower. The notion that the labour market presently 
is very tight and that the remaining unemployment results 
mainly from serious structural problems,is further supported by 
evidence on the composition of unemployment presented in the 
next section. 


6. The composition of unemployment 


Examination of the composition of unemployment indicates 

which groups have the most serious unemployment problems. Table 

9 giving monthly figures for 1973 and 1974, shows the pre- 
ponderance of youth among the unemployed. The unemployment rate 
for persons aged 25-64 has been below 3 per cent since May, and 
the rate for the 45-64 has gone below 2 per cent in each of the 
past two summers. By contrast, the rate for the 14-19 group 
exceeds 9 per cent, and the 20-24 rate is over 6 per cent. 


Also important, but less publicized, is unemployment 
of females, shown in Table 10. Between 1971 and 1974, as the 
labour market grew tighter over-all, the number of unemployed 
females (over 25 years of age) increased while the number of 
unemployed males decreased substantially. In 1969, the overall 
unemployment rate was just above 3 per cent, regarded as full 
employment. The rate for males 25 and over in 1974 is only a 
fraction above what it was in 1969. However, the unemployment 
rate for females is about one and a half percentage points 
higher in 1974 than it was in 1969. 


It has been argued that youths and females do not have 
the degree of labour force attachment that mature males have, 
and that this explains their higher unemployment rates. It is 
perhaps more likely that the weaker labour force attachment of 
these groups is a eRe euenee of their higher unemployment rates 
than a cause of it. They have not had the opportunity to develop 
labour attachment. 


The five years preceding the present tight labour 
market conditions were years of very low economic growth, during 
which persons without work experience and skills in high demand 
could not break into good jobs even if they tried. Table 12 
taken from a paper by Sylvia Ostry, shows how little growth took 
place in Canada, particularly in manufacturing, forestry, and 
construction, during 1967-72, compared to the upsurge in 1973. 
It is doubtful that adequate training or experience was provided 
during 1967-72 for the expansion needs of 1973-74. At the same 


1. To be more accurate, the weaker labour force attachment 
of these groups is a consequence of the fact that they 
have faced generally less attractive job opportunities 
than have prime aged males. 


eet: es 


time, the'difficulties which graduates in many fields encountered 
finding appropriate jobs discouraged students from entering or 
continuing post secondary studies. Thus the ‘manpower pipeline’ 
was broken; and when broken, it cannot be repaired overnight. 


An additional piece of information which supports the 
"broken pipeline’ view and which casts doubt on the 'unwilling- 
ness to work' hypothesis,is the dramatic increase in the rate of 
rejection by employers of persons referred by Canada Manpower 
Centres. Table 13 shows the ratio of placements made through 
the centres to referrals from the centres. There has been a 
continual decrease in this ratio, especially during the first 
four months of 1974. 


This table raises some interesting questions as to why 
employers are turning down so many people when they are having 
a hard time filling vacancies. An alternative explanation is 
that an increasing proportion of the referrals are people who 
do not want the jobs for which they are referred,and are making 
only token appearances in order to continue receiving Unemploy- 
ment Insurance. No doubt some of the referrals fit this descrip- 
tion. However, if an increase in token appearances were the 
main reason for the decline in the placement ratio, one would 
have expected to find a substantial increase in referrals in 1974. 
In fact, the increase in referrals in 1974 was very small compared 
to the longer-term trend in referrals - even though the average 
unemployment for January to April went up between 1973 and 1974. 
The decline in placements was so large that the placement-referral 
ratio would have fallen below 32 per cent even if referrals 
had remained constant in 1974. In short, this alternative 
explanation is not supported by the data, and we are left with 
the conclusion that most of the people who are now unemployed 
are not regarded by employers as worth hiring, in spite of what 
many claim is a desperate vacancy situation. 


There is one remaining piece of information which casts 
some doubt on the significance of the contribution of Unemploy- 
ment Insurance to unemployment. Earlier we have shown that the 
most serious unemployment problem, by far, is among youth. Table 
14 shows that although persons under 21 made up 32 per cent of 
the unemployed at the end of the second quarter of 1974, they 
accounted for only 13 per cent of the Unemployment Insurance 
claimants. One of the main reasons for this is that a high 
proportion of unemployed youth have not yet had their first job, 
and therefore are not eligible for Unemployment Insurance. The 
important point is that Unemployment Insurance does not appear 
to be a very significant factor in supporting the unemployment 
of the group which has the most serious unemployment problem. 
This is contrary to the criticism that the youth take undue 
advantage of the unemployment insurance system. 
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TABLE 10 


Unemployed and Unemployment Rates by Sex and Age for Ontario 
Average for January-September 1969-1974 


(Thousands) Change Between 


19tL. 1972 1969-71) | 1971-74 


UNEMPLOYED 
Men -27 
Under 25 -10 
Over 25 -17 
Women 4 
Under 25 0 
Over 25 4 
TOTAL -23 
UNEMPLOYMENT 
RATE 
Men 3.4 4.7 Dae 5.1 Hiss bat 2.4 -1.7 
Under 25 6.1 oS. | 122 Zeanis 8.6 8.3 Ge1 -3.9 
Over 25 Ze/ 3.9 4.1 36 3.0 29 | 1.4 -1.2 
Women 2.8 = 4.8 4.6 4.2 a3 2.0 -0.5 
Under 25 Jeok 6.5 8.4 q.7 are 6.9 Re -1.5 
Over 25 T.9 Pee aa 52 2.8 3.2 1.4 -0.1 
TOTAL Su2 4.4 5.5 459 4.2 4.2 | 233 aa Os 


SOURCE: Statistics Canada, The Labour Force, monthly reports. Catalogue No. 
71-001. The Unemployment figures are calculated by subtracting 
employment from labour force. The reader is cautioned that due to 
higher sampling variability, the estimates of unemployed and un- 
employment rate are less reliable than the estimates of labour 
force and employment. 
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TABLE 11 


Annual Unemployment Rates for Ontario 1968-1973 
By Age and Sex 


Change Between 


1969-71 {1971-73 


Under 25 
Male Lee 
Female =—0,/ 
TOTAL -1.3 
Over 25 
Male -1.0 
Female -0.4 
TOTAL -0.9 
Total 
Male -1.4 
Female -0.6 
TOTAL -1.1 


SOURCE: Statistics Canada, The Labour Force, monthly reports. Catalogue No. 
71-001. The Unemployment figures are calculated by subtracting 
employment from labour force. The reader is cautioned that due to 
higher sampling variability, the estimates of unemployed and 
unemployment rate are less reliable than the estimates of labour 
force and employment. 
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TABLE 12 


Annual Average Rates of Growth of 


Selected Economic Indicators and Employment 
Canada 1963-73 


1963-66 
(per cent) 


1967-72 
(per cent) 


1972 
(per cent) 


1973 
(per cent) 


Gross National Product 
(constant 1961 $) 


Gross Fixed Capital Formation 
(constant 1961 $ per capita) 


10.4 


Index of Industrial Production Pe 


Employment In 


Manufacturing 
Durables 
Non-Durables 

Forestry 

Construction 

Trade 

Commercial Services 

Public Administration 


NNOFNFH UO 


e e 
COUN ON FF 


OMONOFON NY 


MwoFruOFroOoNnr 
e 


BNwoU@dWWwWNWUN 
. 


poe 
NNN OWW OO FS 
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~ SOURCE: Sylvia Ostry, "How Tight Are Labour Markets?" 
Speech to Conference Board of Canada, 
April 16, 1974, Tables 1 and 2. 
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TABLE 13 


Referrals and Placements 


Canada Manpower Centres, Ontario 1969-1974 


Annual 1969 

197.0 

Log 

L972 

1973 

January 1972 

to 1973 

April LOL 
SOURCE: 


Referrals 


639,814 


577,501 


749,314 


923,301 


1,115,504 


273,867 
325,050 


363, 582 


Placements 


De onda? 
235,036 
316,627 
386,086 


424,422 


112,655 


1295233 


106,502 


Placements 
B36 /,008 
Referrals 


Canada Department of Manpower and Immigration, 


Canada Manpower Review, Vol. 7, No. 3, Third 
Quarter’, 1974. pp. 34=35. 
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TABLE 14 
Percentage Distributions of Unemployment Insurance 


Claimants, Labour Force, and Unemployed, by Age - 
Ontario: First and Second Quarters, 1974 


Percentage Distribution 


Unemployment Insurance Claimants 
Age Labour 


FIRST QUARTER 


0- 20 25.6 

21 =reas 
5260 

36 - 45 
46 - 64 19,3 
65+ Led 
TOTAL 100.0 

SECOND QUARTER 

0- 20 3260 

21. -a35 
5140 

36 - 45 
46 - 64 15.9 
65+ hes 
TOTAL 100.0 


NOTE: The labour force figures are from unpublished data from the Statistics 

Canada Labour Force Survey. The unemployed were derived by the authors 
from labour force and employment estimates from the Labour Force Survey. The 
reader is cautioned that due to higher sampling variability, the estimates of 
unemployed are less reliable than the estimates of labour force and employment 
released by Statistics Canada. The Statistics Canada figures for labour force 
by age and the authors’ estimates of unemployed by age were adjusted by the 
authors to correspond to the age categories for which unemployment insurance 
claimants are reported. 


Source for claimants data is confidential information from the Unemployment 
Insurance Commission. 
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The data thus far available from the Unemployment 
Insurance Commission bring out two other points, shown in Table 
15. First, in contrast to youths, females are over-represented 
among Unemployment Insurance claimants. Second, there was a 
substantial decrease in the number of Unemployment Insurance 
claiments (72 thousand) between the first and second quarters 
of 1974; much greater than the decrease in the number of 
unemployed (just over 31 thousand). 


CONCLUSIONS 


The main conclusions of the preceding analysis can be 
summarized as follows: 


1. The labour market in Ontario as of mid-1974 


appears to be very tight. 


-Job Vacancy data go back only to 1970. The 
labour market is tighter than at any time 
since at least 1970, and probably since 1966. 


-The tightest occupational labour markets 

are for the managerial, medicine and health, 
natural sciences, and processing and machining 
occupational groups. 


- If the economic expansion which began in 1973, 
but trailed off recently, resumes and continues 
into 1975, the labour market is likely to become 
even tighter, particularly for the occupational 
groups already in shortest supply. 


2. The unemployment rate for males 25 years of age 
and over is under 3 per cent and close to what 
it was during the ‘last near full-employment' 
year. It is likely that we now have full 
employment of prime age males. 


«The unemployment rate for Ontario is now one to 
one-and-a-half percentage points higher than 
what was regarded as the 'full-employment rate' 
during the 1960's, namely 3 per cent. 


. The main unemployment problem continues to be 
that of youth. The rate for the 14-19 group is 
about 3 times the over-all average and the rate 
for the 20-24 group about double the over-all 
rate. 
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TABLE 15 


Percentage Distributions of Unemployment Insurance 
Claimants, Labour Force, and Unemployed, by Sex - 


Sex 


FIRST QUARTER 
Male 


Female 


TOTAL 


SECOND QUARTER 
Male 
Female 


TOTAL 


CHANGE BETWEEN 


QUARTERS 
Male 


Female 


TOTAL 


PERCENTAGE 
CHANGE 
BETWEEN 


QUARTERS 
Male 


Female 


TOTAL 


SOURCE: 


Ontario: 


Statistics Canada. 


(Thousands) 


Unemployment 
Insurance 


Claimants Labour Force 


57.5 
42.5 


155.5 
ft Be ew’ 


270.8 100.0 


93.0, . 40.0 
100.3 50.4 


198.9 100.0 


First and Second Quarters, 1974 


Unemployed 
No. h 
T1750 66.2 
59.7 J300 
76.7 100.0 
93.3 64.0 
5242 35.9 
145.7 100.0 
-23.7 
- 7.4 
-31.1 
-~20.32 
-12.4 
-17.6 


Statistical Report on the Operation of the 


Unemployment Insurance Commission, monthly report, Catalogue 


No. 


73-001. 


Statistics Canada. 


Reports, Catalogue No. 71-001. 


The Labour Force. 


Monthly 
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~The relative employment situation of women 
has been growing worse. While the number of 
unemployed males decreased substantially 
between 1971 and 1974 (based on first eight 
months average for each year), the number of 
unemployed females actually increased. The 
increase was concentrated in the group aged 
25 and over. In 1973-74, the female un- 
employment rate surpassed the male rate. 
The female unemployment rate is now about 
one-and-a-half percentage points higher 
than it was during the last 'near-full- 
employment' year. 


3. The data examined suggest the Unemployment 
Insurance and autonomous changes in attitudes 
toward work may be contributing factors but 
are not the main causes of the present paradox 
of vacancies and unemployment. 


4, The main causes of the present situation 
appear to Te, in: 


- The suddenness of recent changes in the level 
and composition of economic activity. 


eInadequacies in the way we facilitate entry 
into the labour market. 


.Failure to utilize adequately women, youths, 
various minorities, and persons in lagging 
regions. 


oReluctance of employers and social planners 
to treat labour as a resource to be developed 
and planned for over a long-term horizon, 
rather than as if it flowed from a tap to be 
turned on and off instantaneously in response 
to immediate economic conditions. 


e-AS a consequence, during the slow growth 
period of 1967-72, the 'manpower pipeline' 
was effectively broken. Once broken, it could 
not be repaired in time for the sudden 
expansion which began in 1973. 


These conclusions have the following policy implications: 


The most pressing need is for improvements in 

the way we develop and utilize Ontario's human 
resources, particularly those of youth, women, 
and minorities. Both employers and the education 
and training system must be guided by longer term 
considerations in their planning for manpower 


oe 


development. We must do a lot better job of 
facilitating entry into satisfactory employ- 
ment for youth, women, and minorities. 


It is easier to point to the need for such 
improvements that it is to identify specific 
policy measures which will bring them about. 
However, a few suggestions can be given. 


Anything that would facilitate longer term 
operational budgeting for both educational 
institutions and employers would remove one 
of the major obstacles to manpower planning. 


More imaginative approaches to subsidized 
on-the-job training and experience, part- 
icularly for youths, should be considered. 
Subsidized employment has a somewhat 
tarnished record, but it has been used 
most during slack times, and may be far 
more successful in a tight labour market. 


The government might provide technical 
assistance to help employers develop 
methods of human resource planning, and 
to sell them on the benefits of such 
planning. 


Affirmative action programmes for women 
and minorities will likely make positive 
contributions to the utilization of the 
labour potential of these groups. As such, 
the manpower justification of affirmative 
action programmes should be emphasized as 
well as the social justification. 


Unemployment Insurance does contribute to 
the unemployment-vacancy problem, but its 
contribution has been over-emphasized by 
the press. Attacks on the Unemployment 
Insurance System serve mainly to divert 
attention away from more fundamental 
manpower concerns. 


e Immigration may be appropriate as a 


selective tool to deal with specific 
occupational shortages where the 
"manpower pipeline' cannot be estab- 
lished or re-established quickly 

enough. It should not be regarded as 

a general answer to vacancy problems. 
Doing so would perpetuate the 'turning- 
the-tap-on-and-off' approach to manpower 
utilization that has contributed so much 
to the present manpower problems. 


46 


ein view of the near full-employment 
situation that exists presently for prime 
age males, the extent to which we should 
use immigration for meeting manpower 
needs depends upon the extent to which we 
wish to encourage the employment of youths 
and females in jobs formerly filled by 
prime age males. 


e The tight labour market conditions, now 
and expected for 1975, cause us to question 
the appropriateness of establishing large 
job creation programmes. It is difficult 
to see how such programmes could fail to 
make the vacancy situation worse, unless 
they are extremely discriminatory. The 
urgent need is to bring those presently 
excluded into the main labour market, 
not to create a separate sector for then. 
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